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SUBJECT: EC CIGARETTE TAX HARMONIZATION 

REF: (A)76 EC BRUSSELS 7563(B)76 EC BRUSSELS 1533 (C)76 EC 
A-64 (D)72 EC A-361 

1. A COMMISSION OFFICIAL IN DG XV (FINANCIAL INSITUTUIONS AND 
TAXATION),TOLD US THAT SHORTLY BEFORE THE END OF 1976 THE COUNCIL 
APPROVED A DIRECTIVE EXTENDING THE EC'S FIRST STAGE IN THE HARMONI- 
ZATION OF CIGARETTE EXCISE TAXES FROM JUNE 30 TO DECEMBER 31, 

1977. 

THIS CHANGE WAS PROPOSED BY THE COMMISSION IN JULY 1976 (REF.A). 

THE EXTENSION RESULTS FROM THE COMMUNITY'S INABILITY TO AGREE ON THE 
RULES FOR THE SECOND STATE OF HARMONIZATION.IN FEBRUARY 1976 
THE COMMISSION SUBMITTED A PROPOSAL FOR THE SECOND STATE OF HARMONI 
ZATION CALLING FOR A MINIMUM SPECIFIC COMPONENT OF 15 PERCENT 
IN MEMBER STATE CIGARETTE TAXES AND A MAXIMUM SPECIFIC COMPONENT 
OF 50 PERCENT (REFS.B AND C). 

2. THE NEW COUNCIL DIRECTIVE ALSO MODIFIED THE BASIC 1972 COUNCIL 
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DIRECTIVE ON TOBACCO TAX HARMONIZATION (REF.D)IN ONE OTHER 
RESPECT.THE 1972 DIRECTIVE REQUIRED THAT THE RULES FOR THE SECOND 
STATE OF HARMONIZATION BE AGREED ON AT LEAST ONE YEAR IN ADVANCE 
OF THE IMPLEMENTATION OF THE SECOND STAGE; THIS PERIOD HAS BEEN REDUCED 
TO 

SIX MONTHS. THUS.IF THE COUNCIL IS TO AVOID A FURTHER EXTENSION OF 
THE FIRST STAGE OF HARMONIZATION.IT MUST REACH AGREEMENT ON THE 
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RULES FOR THE SECOND STATE BY JUNE 30, 1977. 

3 . THE OFFICIAL SAID THAT THE COUNCIL HAD NOT YET DISCUSSED THE 
COMMISSION PROPOSAL FOR THE SECOND STATE OF HARMONIZATION.HOWEVER, 
THE EUROPEAN PARLIAMENT AND THE ECONOMIC AND SOCIAL COMMITTEE HAVE 
PRONOUNCED IN FAVOR OF IT (WITH CERTAIN RESERVATIONS).™ SAID THAT 
ONE REASON FOR THE DELAY IN COUNCIL CONSIDERATION OF THIS PROPOSAL 
WAS THAT EC TAX EXPERTS WERE HEAVILY INVOLVED IN VAT MATTERS THROUGH 
MUCH OF 1976. HE EXPECTED COUNCIL CONSIDERATION OF THE PROPOSAL TO 
BEGIN NEAR THE END OF FEBRUARY. 

4 . THE COUNCIL DIRECTIVE HAS NOT YET BEEN PUBLISHED IN THE OFFICIAL 
JOURNAL BUT IS EXPECTED TO APPEAR SHORTLY. 
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